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COHPIRMED AMD USCOKF IRMFn L ETTER S OF CREDIT 
g CZECHOSLOVAK FCREIOH TRADE 

nethcJ^'pa^t^or'goo^'irin^f 1 ' ?? * ce “ the nost used 

mis method of^payment^vas^ut Inte^T S - * W “ h ca P itali3t -Si,. 

SSffg Sf^rt i “ie le e r 8 ! rC0Ptly 

^^eir? u ^' v r & i : vr- 

to this problem. J v evc tea adequate attention 

c learly 'understand ^he °dif ^ence 6 be tveen td ^ 

b^dealt S^the SET* 1 "* ° f «" JESS' “ 

^Hrrr;’ 2 * 1 “ 

3t„ s: s , K'‘:i , i‘““ * s ‘ ss ° t ° s.^ni.Trc;:;^- 

for CtMhos’lo^kll-s 'e^or-'traS' 11 ' 1 ^ 11 !^ 01 ' C °^' lr ? ed letterB ° f credit 

original form through the medium the State Bank or^o^ti^ 7 ^ ltS 
and the bank is authorized like an- "Ln* ^ J ® ocetilDe8 directly, 
to purchase the letter of ? a nolder of the instrument, 

w: - 

m a third nation, one other than^he^t^^t^ 
twe S' vShTfo"^ 0 SL'It 

an irrevocable letter of credit in favnr % Bank that it has issued 
quests the State Ban.' f 0 not^y £.ESf&^?J?S^ “J re ’ 

vithout authorizing the State Bank to attach ite confinmiraf ' 
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In neither case, therefore, is the State Bash under obligation to the 
Czechoslovak exporting Foreign Trade Enterprise (PZO). The State Bank merely 
^e P 1 t 8 h«« e pos , lti ° n intermediary who relays or interprets the mes- * 

thf received. Only upon the negotiation, that is, the purchase of 

fMeim b^k D eia d ? eB t ^ 1 State Bank aB5UDe any le S al relationship to the 
foreign bank and to the local foreign trade enterprise. From the practical 
standpoint, this means that the State Bank purchases the instrument with 
*5? “ al0ne 6haU — ive payment for the iSSSLS* 

of^Lhl^ i ^ 6 approprlat « equivalent of the foreign bill 

of exchange is turned over to the Czechoslovak foreign hill of exchange 
management only after the instrument has arrived in Se foreign 
At least enough time must be allowed for the instrument to be forwarded* 
by mail to the foreign bank and for the credit balance or notification 
of payment to be returned to the State Bank. education 



Bank f f lette f 8 credit confirmed by the State Bank, the State 

Bank itself assumes a legal relationship to the beneficiary. It pledges on 
the basis of a pledge by the foreign bank, to pay to the local foreign trad* 

iS^rcre^r^^ £T Clfled in ths ^ vhen the conditionfof the 

letter of credit have been satisfied. Che fact that the State Bank itself 

incurs an obligation through the letter of credit not only leads to deter 
mine the foreign bank's ability to pay, Just as it does in thHaae of 111 
letters of credit issued by foreign banks, but also givet the State Bank 

crediT^? a ? CertQin the financial coverage of the letter of^ 

credit. This is ensured by the fact that the coverage for the letter of 
credit is confirmed by sate first-class foreign bankf If the letter o? 
credit was Issued on the basis of Czechoslovak crovns, the State Bank may 
to”thf ? iVan v e ’ Advanced coverage for letters of credit given 

ZFJFiSS !L a ia a forei S" coun try cannot be used by the State 
haa pa -' nent - It is evident that th» negotiability of 
foreign bilk of trade is more convenient for the entire foreign trade 
economy than the use of unconfirmed letters of credit. 

not v'miT.I™ experience^ that British and Forth American banks are 
penult their Commercial letters of Credit" to be con- 
firmed by other banks, eventhough in reality this has occurred. This 

BritishTh V r ?T t! T dSyE WQe ‘ 0nly one world Qarket existed, and vhen 
British and North American hanks stood cut us vcrld banks 

controlling international payments. Confirmation o. renters of credit 
nancial^position^ 811 ^ 5 lndlCated * laCk ° f COafidenCB in the bank’s ft. 

Qf understand fnat in the confirmation of letters 

rites a^d har£e 1668 accordln e t0 an established system of 

bi bo^e^v ^ r n T e ° f Cz ect°slovak exports, these charges must 
be borne by the foreign buyer. Bank charges for confirmation of letters 

of credU ^Therefore^ ^ iBsuance > r «« letter 

t £S2 

trade enterprise, vhich is handling t.-.e export order. orelgn 

In the cases of Czechoslovak imports, the foreign seller desire, th.t 
the Czechoslovak Foreign Trade Enterprise as the ^ Issue anlrrL^l 

lateresfln^ii C °% llme ? * the bank. Tte Pxtent oAhe LS 

h^vlll pMB?b1, ln f tbe . sale . and “ e mature of the goods determine whether 
ne will possibly accept an irrevocable letter of credit iss-ed b- c+ 0+ 

Bank, and allow his bank merely to deliver the letter VcPelit V£m 1r 

e t0 Bsnd the letteT o: ' credit directly te him 

This can be done only in cases of letters of credit issued by the State £ik. 
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TMo then would be a type of Czechoslovak "Commercial Letter of Credit." 
This method could be applied to letters of credit issued in Czechoslovak 
crowns. Probably it could be applied in cases of letters of credit is- 
sued on the basis of currency of a third nation. Certainly, however, in 
many cases the foreign seller would be satisfied with a letter of credit 
merely transmitted to him by his bank, without regard for the currency 
basis on which the letter of credit was issued. In all these cases this 
would mean that the settlement of foreign bills of trade would occur only 
after presentation of the required documents in the foreign nation and 
after the State Bank had been notified that the documents had been pre- 
sented, or even after the State Bank had received the documents. If the 
foreign seller insists on a letter of credit confirmed by his bank, this 
can be accomplished by his paying the confirmation charges. 


Proper demands in Czechoslovak export for the use of letters of credit 
confirmed by the State Bank and the proper use in Czechoslovak import of 
l^ t thJ 8 ^n»° redi ^ n f t confirmed by foreign banks, would provide advantages 
in the management of foreign bills of trade, would permit savings on 
charges required by foreign banks, and would increase the income from 
payment exacted from foreign banks. In addition, such conduct of business 
4®° fulfill Czechoslovakia's plan of foreign trade activity as 
f Comrade Novotny at the Tenth Congress of the Communist Party 
of Czechoslovakia; that is, to contribute to the brisk development of 
commercial relations with all nations according to the principles of 
equality, and on the basis of providing mutual benefits. 
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